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RELATION  OF  THE  SHIPPERS  AND  THE 


RAILWAYS. 

It  is  a  great  pleasure  to  have  the  opportunity  to  dine  with 
you  tonight,  and  to  have  been  invited  to  say  something  in  r^ard 
to  the  relation  of  the  shippers  and  the  railways. 

May  I  ventiiic  the  hope  that  these  few  remarks  may  help  to 
enlighten  you  on  this  subject— one  of  ^reat  importance  to  the 
industrial  world,  and  at  this  time  the  bads  of  conmderable  public 
discussion. 

This  gathering-  of  shipj^ei's  and  manufacturers  appeals  to  me 
very  much.  As  Tuost  of  you  prol)ahly  know,  I  have  only  i*ecently 
been  placed  in  charge  of  the  traffic  and  connnercial  department  of 
the  Baltimore  and  Ohio  Railroad.  I  have  had  but  comparatively 
few  opix)i*t unities  to  address  gatherings  of  this  kind,  the  manbers 
of  which  furnish  freight  for  the  raiht>ads,  and  it  seems  to  me  this 
may  be  an  opportunity  to  increase  the  business  of  the  Baltimore 
and  Ohio,  and  I  realize  that  I  also  have  a  chance  for  losing  some 
of  the  business. 

GENERAI^COOPEHATION 

The  transportaticm  problem  in  this  country  today  is  one 
demandii^  the  best  efforts  of  the  most  able  men,  and  I  believe 
requires  the  cooperation  of  those  who  have  freight  to  ship  as  well 
as  the  railway  executives  and  offi(*ei's.  It  is  necessary  to  handle 
the  transportation  j)io])l(^ni  with  ^reatei'  confidence  in  order  to 
meet  the  requirements  of  the  shippers  and  the  public,  as  well  as 
to  make  railway  investments  more  profitable.  Good  raUway 
management  and  ample  railway  faciUties  are  absolutely  essentia 
to  the  welfare  of  the  Nation.  The  resources  of  the  country  are 
bdng  rapidly  developed,  and  if  the  railroads  do  not  keep  abreast 
and  in  fact  a  little  ahead  of  the  requirements,  business  is  bound 
to  suffer,  and  the  proof  is  that  l)usiness  is  suffering  at  this  time. 

It  would  seem  to  go  without  saying  that  the  raiboads  should 
be  pmnitted  to  earn  a  fair  return  on  the  moi^y  invested  in 
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them,  and  maintain  their  properties  iat  a  standard  commensurate 

with  the  service  they  are  expected  to  render. 

We  have  passed  through  ten  y(^ars  of  strenuous  raihvay 
regulation,  some  of  which  was  undoubtedly  severe  and  unjust, 
but  much  of  which  seemed  necessary,  and  in  this  connection,  the 
fact  *ould  not  be  lost  sight  of  that  the  raikoads  have  only  one 
source  of  revenue— the  public.  Whatever  is  paid  out  m  dividends, 
taxes,  and  for  materials  and  labor,  and  other  expenditures  must 
come  from  the  public. 

The  conflicting  jurisdiction  of  the  Interstate  Commerce 
Commission  and  the  state  commissions  is  one  of  the  problems  that 
must  be  stra^htened  out,  and  it  is  to  such  bodies  as  yours  that 
the  raih-oads  must  look  for  assistance.  It  is  through  such  organi- 
zations that  the  railroads  should,  and  doubtless  will,  look  for  help 
in  l)rinfiinji  al)oul  lair  railway  legislation.  Great  public  good  will 
result  from  oIostM-  coo])eration  between  the  sliipiu^rs  and  the 
railways,  and  in  the  future,  in  getting  such  mattei-s  as  rate  in- 
creases properly  decided,  oi^anizations  such  as  yours  siiould  be 
appealed  to  by  the  railways.  It  is  my  understancUng  that  duiuig 
the  so-called  Five  Percent.  Rate  Case  the  Interstate  Commerce 
Commission  gave  greater  consideration  to  communications  con- 
taining resolutions  and  arguments  by  the  various  civic  and 
commercial  l)odies  than  to  any  othei's. 

1  beUeve  that  if  the  question  of  Government  Ownership  of 
Railways  ever  comes  to  an  issue,  bodies  such  as  yours,  as  well  as 
civic  bodies,  will  have  the  greatest  voice  in  deciding  the  question. 

CAR  SHORTAGE 

An  oflBlcer  of  a  rculway  in  making  any  public  utterance  today 
could  hardly  refram  from  referring  to  the  present  car  shortage, 

Ex(  ( pt  for  three  lonths  in  1912,  and  one  month  in  1913,  when 
there  were  sti<>hl  car  shortages,  there  has  not  been  any  real  car 
shortajic  in  the  United  States  since  \W7.  The  shortages  in  1912 
and  1913  were  local,  such  as  in  coal  regions  and  for  special  eciuip- 
ment,  Durmg  practically  aU  of  the  period  from  1907  to  1916 
there  was  a  surplus  of  cars  rangix^  from  10,000  to  413,000  cars 
per  month.   These  statistics  are  compiled  by  the  Ammcan  Rail- 
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way  Association  from  monthly  reports  sent  in  by  all  of  the  rail- 
roads of  the  country  and  printed  for  public  use.  In  this  connec- 
tion, I  might  mention,  that  during  the  period  from  October  15, 

1914,  to  February  1,  191"),  the  net  car  surplusage  was  so  large  and 
the  railroad  depression  so  acute  that  the  American  Raihvay 
Association,  as  a  measure  of  economy,  temporarily  discontinued 
the  compilation  of  these  statistics. 

Today  there  is  a  net  car  shortage  of  approximatdy  150,000 
cars  in  the  country.  The  natural  question  at  issue  is;  how  are  the 
cars  being  used,  or  in  other  words,  are  we  makii^  efficient  use  of 
our  equipment?  It  is  thought  that  the  j'aihvays  and  the  shippers 
are  not  using  freight  equipment  to  the  best  advantage,  during  the 
past  wvvk  \h('  railways  increasinl  the  penalty  for  not  returning 
equipment  to  the  owner's  line.  The  per  diem  rate  was  not  increased 
and  the  demiurage  rules  were  not  changed,  but  effective  December 
15th  the  American  Railway  Association  has  authorised  an  increase 
from  45  to  75  cents  per  di^.  The  Int^^state  CJommerce  Com- 
mission, who  have  been  investigating  the  car  shortage,  because  of 
com|)laints  from  many  shippers  throughout  the  country,  agreed 
to  permit  the  railways  to  put  into  effect  concurrently  with  the 
per  (li(^m  increase,  the  progressive  demurrage  rule,  which  provides 
'for  two  days'  free  time,  exclusive  of  Sundays  or  holidays,  after 
which  the  rate  will  be  $1.00  for  the  first  day,  $2.00  for  the  seccmd 
day,  $3.00  for  the  third  day,  and  $5.00  for  each  succeedii^  day. 

It  is  thought  that  the  shippers  and  the  railways  can  at  this 
time  increase  the  available  cars  for  loading  by — ■ 

Better  and  more  prompt  handling  of  cars  by  shippers 
and  railways 

Reduction  in  free  time  under  which  cars  may  stand 
under  load 

Some  recognized  arrangement  to  prevent  consignment 

of  cars  to  congested  territories 
Pn^ressive  demurrage  fairly  and  ^ectively  arranged 
Loading  ciu!^  to  c&peaAty 

It  would  seem  reasonable  to  all  concerned  that  the  railroads 
should  have  a  higher  per  diem  rate  between  themselves  during 
periods  of  ear  Mortage  than  when  ^ii&te  is  a  surplus  of  cars.  The 
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rate  of  per  dieia  should  be  sufficient  to  ,o;ive  inc(Mitive  to  the  return 
of  cars  to  the  owning  roads.  In  this  way  the  raihvays  who  have 
provided  equipment  to  take  care  of  their  patrons  will  receive  the 
benefit  of  such  equipment. 

A  shipper  who  contemplates  locating  a  plant  naturally  looks 
into  the  facilities  of  the  various  raih-oads  for  handling  his  product 
before  he  finally  deciiles  on  a  location;  or  at  least  he  should  do  so. 
Having  decided  to  locate  on  a  certain  lailroad  it  seems  eminently 
unfair  that  the  raih'oad  on  which  he  lias  pinned  his  faith  has  no 
means  of  compelling  the  return  of  its  cars. 

The  penalty  provided  ha  the  new  pw^r^ve  demurrage  rules 
will  result  in  more  prompt  unloading  <rf  cms  as  well  as  i^ttmg 
them  into  service.  Certainly  in  times  of  car  rfiortage  pn^ressive 
dcnun  rage  would  seem  fair,  because  of  the  fact  that  a  part  of  the 
burden  of  maintaining  the  supply  of  equipment  should  be  borne 
by  the  shippers. 

It  seems  fair  that  the  railroads  should  not  be  re(iuired  to 
own  suflBicient  cars  to  meet  a  peak  lorid,  and  bear  the  burden  of 
interest  and  depreciation  on  cars  which  must  stand  idle  for  long 
pmods*  After  all,  however,  the  expetm  mmt  be  borne  by  the 
public,  as  it  is  only  from  the  public  that  the  railways  get  thek 
revenue.  It  would  seem  better  to  have  sufficient  equipment  to 
take  care  of  a  normal  business,  and  during  times  of  unusual 
business  activity  lH)th  the  shipi^ers  and  the  railways  should  make 
unusual  efforts  to  increase  the  movement  of  the  cars  availa])le. 
This  means  that  the  railways  should  furnish  sufficient  road  power 
to  move  the  equijanent  promptly,  and  sufficient  switching  power 
to  move  loads  and  empties  to  and  from  the  mdustries  promptly. 
This  means  higher  unit  costs  and  relatively  lower  unit  rotums 
for  the  railways.  Is  it  too  much  to  expect  of  shippers  that  they 
also  meet  the  situation  by  promj^  loadin^i  and  unloading  of  cars, 
even  though  such  promptness  means  some  rehandhng  and  some 

increase  in  imit  costs? 

Hie  averse  miles  per  car  per  day  on  all  lailroads  in  tins 
country  today,  as  reported  by  the  American  Railway  Association, 
is  about  twenty-three.  This  seems  unr^sonably  small  and  un- 
doubtedly can  be  increased.  Every  increased  mile  p&r  day  in  the 
.movement  of  freight  cars  means  that  much  more  equipment 
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available.  To  move  cars  faster  and  to  load  and  unload  thraa 

quickly  to  the  extent  of  only  an  average  increase  of  1^^  miles  per 
car  per  day  would  be  equivalent  to  adding  320,000  cars  to  the  total 
freight  equipment  in  the  United  States;  briefly  it  would  mean 
more  efficient  use  of  the  equipment  now  in  service.  This  would 
be  a  greata*  help,  to  the  railways  and  the  shippers  tlian  to  pur- 
chase new  cars,  even  on  the  ba^  that  the  cars  could  be  promptly 
built,  because  it  requires  side  tracks  as  well  as  running  trades  and 
yards  to  hold  additional  equipmrat.  Therefore  it  seems  tiiat  the 
broad  economical  effect  in  the  matter  of  equipment  would  be 
more  efficient  handling  of  the  present  equipment  and  to  get  such 
results  means  close  cooperation  between  the  railways  and  the 
Uppers. 

Hiere  had  been  purchased  for  several  years  prior  to  the  last 
two  an  average  of  about  165,000  freight  care  per  year  by  all  of  the 
railroads  in  the  country*  During  the  past  two  yeans  Ome  have 
been  purchased  only  Mi  average  of  about  60,000  freight  cars  p« 
year,  or  a  two  years  shortage  of  190,000  cars  based  on  loevious 

years*  purchase. 

The  total  car  shortages  as  reported  by  the  American  Railway 
Association,  as  previously  mentioned,  amount  to  about  150,000 
cars*  So  far  as  I  know  it  has  never  been  determined  just  what 
number  of  cars  each  of  the  raih»ads  in  the  country  should  own  to 
take  care  of  the  busmess  <^ared.  Th^  is  a  wide  variance  in  the 
number  of  cars  owned  by  nulroads  mmg  any  unit  of  meamre. 
Some  of  the  railroads  have  been  buying  cars  constantly  in  the 
past  five  or  six  years  while  other  railroads  have  purchased  but  few. 
For  example,  the  Baltimore  and  Ohio  during  the  past  seven  years 
has  purchased  42,000  freight  cars,  or  at  the  rate  of  6,000  cars 
per  year.  This  year  it  has  arranged  to  piu-chase  7,000.  The 
Baltimore  Mid  Ohio  has  increased  the  ci4>acity  of  its  equipment 
37  per  cent,  during  the  past  seven  years.  There  m  a  d^Snite  ratio 
between  locomotives  required  and  the  number  of  &d^t  cam  on 
line.  This  ratio  is  one  locomotive  to  from  45  to  50  freight  cars. 
To  keep  up  the  proper  ratio  on  the  Baltimore  and  Ohio  791  new 
freight  locomotives  have  been  purchased  in  the  past  six  years  and 
the  jratio  of  one  frdght  locomotive  to  every  45  freight  cars  is 
bdng  maintained. 


At  the  present  time  we  have  a  surplus  of  available  loco- 
motives laid  up  waiting  for  additional  business,  which  is  quite  a 
different  situation  from  that  prevailiii^  on  most  of  the  ridlroads  in 
the  country.  Of  course,  at  this  time  of  the  year  it  is  necessary 
for  good  operation  to  have  some  surplus  power,  as  when  cold 
weather  arrives  Wn^rv  will  be  a  slowing  up  in  the  movement  of 
freight  providin^i  the  ]M'esent  business  continues,  which  would 
eventually  mean  congestion  of  yards,  terminals,  etc.,  unless 
additional  power  is  available.  It  has  been  found  necessary  tp 
add  thirty  locomotives  to  freight  service  on  the  Baltimore  and 
Ohio  for  every  ten  d^rees  drop  in  the  temperature  below  forty  in 
order  to  handle  the  busmess  currently. 


CEMENT  BUSINESS 

It  is  my  understanding  that  you  gentlemen  represent  a 
business  for  which  there  is  a  combined  capitalization  of  250  mil- 
lions of  dollars  in  stocks  and  bonds  invested  in  160  plants,  whidi 

have  a  total  capacity  of  127  million  barrels  of  cement  annually, 
and  that  your  average  output  for  three  years  has  been  90  million 
barrels,  or  about  75  per  cent,  of  your  capacity,  the  average  value 
per  barrel  being  90  cents.  The  value  of  the  output  of  these  plants 
is  81  millions  of  dollars  annually. 

Figures  I  have  seen  indicate  that  the  client  business  has 
increased  115  per  cent,  in  five  years. 

The  future  growth  of  the  cement  business  will  undoubtedly 
1)e  relativ(^ly  greater  as  the  value  of  cement  products  is  recognized 
by  consumers. 

It  is  interesting  to  note  that  thirty  to  forty  per  cent,  of  the 
cost  of  the  manufacture  of  cement  is  for  fuel  and  amounts  to  six 
million  tons  of  bituminous  coal  per  year;  that  it  requires  200  to 
280  pounds  of  coal  and  600  pounds  of  limestone  or  clay  to  produce 

a  barrel  of  cement,  and  that  one-half  of  the  coal  used  is  for  the 

power  plants.  This  interesting  data  calls  to  my  attention  the 
movement  of  lutuniinous  coal,  used  pariicularly  because  of  the 
large  area  of  undeveloped  coal  lands  on  the  Baltimore  and  Ohio. 
With  the  amount  of  undeveloped  coal  land  the  opportunity  for 
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increasing  tlie  shipment  of  coal  to  lake  ports  for  the  purpose  <rf 
manufacturing  cement  seems  to  be  unlimited. 

.     COMMERCIAL  DEVELOPMENT 

W  ith  yoin-  permission  1  would  like  to  tell  you  something 
about  the  Coininercial  Departmirit  of  the  Baltimore  and  Ohio, 
in  the  reorganization  of  the  Trafhc  Department  last  July  for  the 
purpose  of  bringing  about  a  greater  commercial  development  on 
the  system,  a  new  department  was  established — ^the  Commercial 
Development  Department.  The  organisation  of  the  Traffic  or 
Commercial  Department  is  somewhat  unique  and  quite  diffi^nt 
from  that  of  any  other  railroad.  Traffic/  commercial  develop- 
ment, solicitation  and  advertising  are  all  a  part  of  the  Commercial 
or  Traffic  Department,  which  includes  also  matters  of  general 
traffic,  policy,  rates,  tariffs,  etc.  The  Commercial  Development 
Department,  which  I  am  gpii^  to  speak  more  particularly  about, 
has  charge  of  all  development  work  such  as: 

Helfnng  existing  industries  to  expand  through  in- 
creased availability  of  raw  materials  and  of  markets 
Locating  industries 

Development  of  terminals  for  the  purpose  of  securing, 
handling,  antl  developing  new  and  additional 
business 

Originating  new  lines  for  the  development  of  the 
property 

The  principal  function  of  this  department  is  business  getting 
in  a  way  to  secure  the  largest  net  profits  for  the  Cmnpany. 
Through  a  systematic  study  we  expect  to  develop  business,  and 
in  this  connection  the  Commercial  Devdopment  Department  of 

the  Baltimore  and  Ohio  may  be  of  some  assistance  to  you.  In 
selecting  a  suitable  location  for  a  factory  or  manufacturing  plant 
the  manufactmer  should  know: 

Where  his  operating  costs  will  he  lowest 

Where  his  market  will  be  broadest 

Where  his  largest  net  profits  can  be  secured 
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To  know  these  things  the  manufacturer  must  make  a  close 
study  of: 

Source  of  raw  niatoi'ials 
Marketing  of  the  finished  product 
AvailabiUty  of  labor  supply 
Prevsulix^  scale  of  ws^ 
Housing  conditions 

Cost  of  living  and  recreation  facilities  for  employes 

Sources,  cost  and  quality  of  fuel,  power  and  water 

Tax  rates 

Available  factory  sites 
Transportation  facilities 
Frdght  rates 
and  many  other  elements  too  numerous  to  mention. 

To  assist  the  manufacturer  in  making  these  essential  studies 
and  in  order  to  help  him  select  the  one  place  where  the  greatest 
number  of  economies  in  operation  can  be  offered,  we  have  organ- 
ized this  department,  consisting  of  a  corps  of  engineering  and 
industrial  specialists.  These  men  are  all  experts  in  their  respw- 
tive  lines  and  are  constantly  engaged  in  making  economic,  geolog- 
ical, chemical,  agiicultural,  engineering  and  other  surveys  relative 
to  the  suitabiUty  of  localities  for  manufacturing  operations  of  all 
kinds. 

As  we  view  your  bumess  at  this  time,  knowing  that  but  75 

per  cent,  of  the  capacity  of  your  plants  was  utilised  last  year,  and 
that  l)ut  three  per  cent,  of  your  output  was  exported,  it  would., 
seem  that  we  might  be  of  some  assistance  to  you,  particularly  in 
extending  your  export  business.  We  may  be  able  to  help  you 
cheapen  the  cost  of  your  product.  No  doubt  your  association 
has  given  this  study  and  I  mention  this  without  knowing  just 
what  you  have  done. 

The  most  natural  export  markets  for  cement  would  seMft  to 
be  those  territories  which  ship  bulky  cargoes  to  the  United  States 
and  which  in  turn  could  accommodate  bulky  cargoes  on  the 
reixan  voyage.  The  most  striking  examples  are  Cuba,  with  its 
sugax  and  ore  shipments;  Brazil  with  its  coffee  and  lumber  ship- 
ments; Chile  with  its  ore  and  nitirate  ahipm^ts. 
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Until  recently  I  understand  there  have  been  no  cement 
factories  of  consequence  on  the  entire  continent  of  South  America. 
Recent  consular  repoi-ts  indicate^  that  American  capital  is  now 
organizing  a  cement  plant  ia  Ai'gentine  to  cost  approximately 
$2,000,000  and  to  use  local  clays-  If  an  export  business  could  be 
established  it  would  probably  prevent  the  construction  of  addi- 
tional cement  plants  in  those  countries,  leavii^  the  field  or  mar- 
kets for  the  cement  industry  of  the  United  States.  Prior  to  ihe 
outbreak  of  the  European  war,  South  America  used  European 
cement  largely. 

With  your  established  plants  and  25  per  cent,  unused  capacity 
it  would  seem  that  without  much  increase  in  overhead  charges 
the  export  business  presents  a  profitable  source  of  new  revenue  in 

the  cement  trade. 

It  would  seem  that  the  numufacturers  of  cement  have  bera 
( onsiderably  handicapped  in  the  development  of  the  use  of  your 
product  because  of  the  lack  of  standards  demanded  of  cement 
users.  It  is  easy  to  skimp  in  both  labor  and  materials  in  the 
fpixfng  and  placing  of  cement  products,  and  1  believe  that  fre- 
quently cement  is  unjustly  condemned  because  of  improper 
mixtures,  and  because  of  the  consumer's  mistaken  utilhuU^ion  of 
dead  sand  and  other  unsuitable  noaterials. 

I  am  glad  to  offer  you  the  services  of  the  Commercial  Devel- 
opment Dei)artment  of  the  Baltimore  and  Ohio,  regardless  of 
whether  your  plants  are  located  on  our  lines  or  not,  in  assisting 
in  the  export  of  your  product  or  for  any  other  purpose  which  will 
increase  your  business. 

We  are  cooperating  with  the  organizers  of  a  new  steamship 
line  to  ply  between  Baltimore  and  South  American  ports  and  caa 
-  perhaps  assist  you  in  further  development  of  that  desiraUe  fidki. 

PREPAREDNESS 

Just  a  few  words  in  connection  with  IM eparedness,  about 
which  we  hear  so  much.  We  have  inamediately  before  us  the  neces- 
sity for  another  kind  of  preparedness;  that  is,  industrial  prepared- 
ness. We  are  not  now  meeting  the  demands  of  the  country  in  taking 

care  of  the  business  promptly,  efficiently  and  with  reasonable 
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dispatch,  exeept  in  a  few  cases.  It  would  seem  necessary  at  once 
to  begin  to  prepaiv  lor  ^I(vU(m-  industrial  pro^Toss,  and  to  do  what 
is  nocossary.  the  shi|)])tM"s  and  th(^  railways  should  hccouio  a 
unit  in  hrint>;iiio;  about  this  industrial  preparedness.  The  question 
of  freight  rates, — the  so-called  eight  hour  day  movement,  wage 
questions  and  organized  labor,  as  well  as  other  problems  of  the 
railways  and  the  shippers,  should  be  investigated  and  reviewed  and 
such  action  taken  by  resolution,  etc.,  to  call  attention  to  the  way 
in  which  to  handle  such  hv^  j^i  oblems  in  a  manner  that  will  benefit 
the  ^^reatost  number  of  people.  Should  we  not  proceed  with 
*»reater  caution  than  was  apparent  in  the  passage  of  \hv  Adamson 
Eight  Houi-  Bill,  which,  when  finally  pa^d  by  Congress,  was 
simply  for  the  purpose  of  providing  a  heavy  increase  in  wages  for 
18  per  cent,  of  railroad  employes,  or  less  than  one-third  of  one  per 
cent,  of  the  population  of  the  United  States? 

Gentlemen,  I  submit  to  you  that  yon,  the  shippers,  and  we, 
the  railroads,  have  in  conmion  niany  ])r()hlems  of  gi'eat  importance 
which  can  be  solved  only  by  mutual  and  comprehensive  cooper- 
ation. 

I  thank  you,  Mr.  President  and  gentlemen,  foi- 1  ho  opportunity 
you  have  given  me  to  address  you  and  for  the  kindly  attention 
and  courtesy  you  have  shown  me. 


